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Opening for the April edition of the Global Islamic 
Economics Magazine (GIEM) 


Abdelilah Belatik 
Secretary General 


CIBAFI 


Welcome to the 47" edition of the Global Islamic Economics Magazine (GIEM). As 
always, it is our pleasure to keep you updated with the latest developments, and 
the current challenges and opportunities in the global Islamic finance industry. 
The GIEM also serves as the platform for CIBAFI to keep its stakeholders informed 
about its activities and key initiatives, and inform about development areas in the 
finance and banking industry. 

As part of the CIBAFI’s first Strategic Objective of Policy and Regulatory Advocacy, 
CIBAFI is engaged in the consultation to provide comments on the Basel 
Committee on Banking Supervision (BCBS )’s recently issued revisions to the 
operational risk capital framework. The proposed revisions to the operational risk 
capital framework are part of BCBS’s broad objective of balancing simplicity, 
comparability and risk sensitivity. This new Standardised Measurement Approach 
(SMA) for operational risk builds on BCBS’s earlier consultation paper issued in 
October 2014. 

As part of uncovering newer paradigms of the financial industry, CIBAFI will explore the 
potential of ‘Fintech’ at a Special session on Fintech and Digital Financial Services at the 
CIBAFI Global Forum held in Manama on 3-4 May 2016. 

In today’s dynamic business world the prevalence of mobile phones has brought 
numerous possible services on the fingertips of the consumers. This includes services 
that the banking and financial services industry provides, which not only has brought 
convenience and improved user experience to a next level, but also has redefined the 
traditional ways and means of providing and availing financial services. This has 
undermined the banks’ advantage and ability of physical distribution of services that 
banks previously enjoyed. A new age of FinTech companies and startups have started to 
make an impact on the traditional banking and finance industry. Riding on the globally 
available transparent data, coupled with a significant decrease in the cost of computing 
power, Fintechs are on the rise. 
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hile Fintech companies do not claim to replace all or most of the services that banks 
currently provide, these companies have been smart enough to pick areas that can 
drastically change the way banks manage their affairs. For example, smarter payment 
systems, personalized customer services, financial management information tools, such 
as automated softwares instead of bank advisers etc. Moreover, Fintechs that focus on 
the retail market are expected to provide a paradigm shift and build sustainable 
businesses, and are likely to reshape many areas of financial services industry. 

The Fintechs will also play an important role in the reduction in the cost to serve the 
customers and is poised to begin a new ecosystem in payment and related areas, and 
discover new products and services, that are delivered in new ways. 

The Fintech companies have also found innovative ways to engage with the existing 
ecosystem of the banks, aiding and collaborating with them in their major functions. 
For example, Fintech company Lending Club’s credit supplier is Web Bank with 
agreements on loan receivables, sale and marketing agreement in place between them. 
Some other Fintechs also provide enhanced digital-wallet customer experience in 
partnership with banks. 

One of the anticipated challenges with Fintech would be that, presently barring a few, 
most jurisdictions do not have well formulated regulations to control their activities. 
For example, monitoring crucial issues such as compliance, anti-money laundering, 
KYC, various risk-related requirements etc. might pose a major challenge moving 
forward. Once Fintechs begin to make a significant impact to the financial services 
industry, and they will be however be expected to be under the financial regulatory 
purview. As a result, the speed of growth of Fintechs may rely on regulations that will 
govern them, but it is unlikely that it will change the universal course of its growth. 
Growth in Fintechs is also a wake up call not only for conventional banks and financial 
institutions but also for the Islamic ones, which have not yet considered upgrading their 
technologies, to streamline their internal processes and secure and manage customers’ 
data, and leverage from their existing relationships with them. 

Some of the existing breakthroughs in Fintechs have demonstrated how small 
businesses can grow and flourish. Tools for better merchant intelligence and stronger 
customer connection, delivered with unique style and standing, help these companies 
to stand out in gaining the competitive edge in providing cross-channel and cross- 
product experiences. Fintechs have shown their presence in some of the major retail- 
banking businesses, including consumer finance, mortgages, lending to small and 
medium-size enterprises, retail payments, and wealth management. 

Islamic banks may take a cue for developing their SME sector in identifying 
opportunities for innovation in this area. For example a group of six Malaysian Islamic 
banks recently launched a sharia-compliant investment platform that could shift the 
role of Islamic lenders to investment intermediaries from credit providers. More 
recently, the Islamic Fintech Alliance (IFT Alliance), based in Singapore, a global 
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collaboration spanning from Southeast Asia to France and Qatar, was launched in Kuala 
Lumpur with a goal to “facilitate the adoption of finance technology among Muslims’. 
All said, these digital disruptions are here to stay, with or without regulations, and 
banks, including the Shariah compliant ones need to move in sync with these changing 
business scenarios and catapult from their existing positions to leverage from this 
Fintech wave. 

CIBAFI will continue to focus on its role as an important link between the various 
stakeholders of the Islamic financial industry in achieving its strategic goals, and 
bring to you the latest updates on things that matter, both from inside and outside 
the Islamic finance industry. Stay tuned! 
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International Shari’ah Research Academy for Islamic Finance 


Establishment of ISRA 


The International Shari’ah Research Academy for Islamic Finance or commonly known 
as ISRA was established on May, 2008 by the Central Bank of Malaysia (BNM) as an 
Islamic finance research institution, focusing on Shari’ah related issues. ISRA acts as a 
repository of knowledge for Shari’ah views (fatwas) and undertakes studies on 
contemporary issues, especially those relating to the Shari’ah in the Islamic financial 
industry. ISRA contributes towards the strengthening of human capital development in 
Islamic finance by providing the relevant Shari’ah expertise. It also provides platforms 
for greater engagement amongst practitioners, scholars, regulators and academicians 
via research and dialogue, in the domestic and international arenas. Through its 
pioneering research and rigorous intellectual dialogue, ISRA aims to promote 
innovation and dynamism and thus extend the boundaries of Islamic finance. It is 
envisioned that with greater research and dialogue, mutual respect and recognition 
will emerge within the global community of the Islamic financial industry. Since its 
inception, ISRA is led by Prof. Dr. Mohamad Akram Laldin, a well-known and highly 
respected Shariah scholar. ISRA is also guided by prominent Shariah scholars namely 
Datuk Dr. Mohd Daud Bakar, Sheikh Dr. Abdulrahman bin Salih Al-Atram, Sheikh Prof. 
Dr. Mohamad Ali Elgari, Sheikh Dr. Abdul Sattar Abdul Kareem Abu Ghuddah, Sheikh 
Nizam Yaquby, Dr. Yusof Talal DeLorenzo, Prof. Dr. Joni Tamkin bin Borhan, Dr. Bashir 
Aliyu, Datuk Dr. Zulkifli Mohamad Al-Bakri, who are all members of ISRA’s Council of 
Scholars. 

ISRA has provided various platforms for greater engagement amongst practitioners, 
scholars, regulators, academicians via research and dialogues, both at the domestic 
and international level. Through pioneering research and rigorous intellectual 
dialogue, the aim of ISRA is to promote innovation and dynamism into new 
boundaries of Islamic finance. It is envisioned that with greater research and 
dialogues, mutual recognition would emerge within Islamic financial industry global 
community. 
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ISRA’s Vision and Mission through its Activities 


ISRA’s vision is to be the premier Shari’ah research centre in Islamic finance. To achieve 
this vision ISRA sets its mission to fulfil this. 

Integration of Shari’ah experts and industry practitioners - ISRA’s activities are 
formulated to encourage Shari'ah discussions among Shari’ah experts and industry 
practitioners and aid in the further disseminate knowledge and awareness of Islamic 
finance globally. Among its avenues to accomplish this mission is through its events, 
such as the International Shariah Scholars Forum (ISSF), which brings together 
internationally reputable Shariah Scholars from as far as the United States; the 
Muzakarah Cendekiawan Syariah Nusantara (MCSN), which brings together Asia’s 
regional scholars and practitioners; the Strategic Roundtable Discussion (SRD), which 
bridges the gap between industry, economy and academy and numerous other 
methods such as workshops, trainings and dialogue sessions with local and 
international universities and institutions. Tremendous growth in the Islamic finance 
industry will require a corresponding orientation and mind-set which can only be 
driven by easy access to knowledge on Islamic finance. 

Synergizing total human capital development in Islamic finance - ISRA has played a 
vital role in human capital development by equipping the future leaders of the Islamic 
finance industry with adequate knowledge and exposure through the ISRA talent 
development program. It allows Shariah management trainees, interns and student 
fellows to join ISRA researchers to participate in research, events and discussions 
related to the Islamic finance industry. This increases their awareness of various issues 
and concerns of the industry. This programme welcomes Malaysian and international 
students. To date, ISRA has hosted students from Germany, UK, Netherlands, South 
Africa, etc. ISRA’s Shari’ah scholarship program has assisted and motivated students 
from various countries including Japan, Thailand, Nigeria, Bangladesh, Indonesia, 
China, Pakistan, Iran and Malaysia to pursue higher education in Islamic finance. 
Relevant to the market needs - ISRA research papers are highly regarded by the 
industry due to its close engagement with industry players and Shariah scholars. Thus 
its research papers are specifically written to address the concerns of Shariah scholars 
and to tackle pertinent issues in the industry. ISRA has produced, at current, 83 
research papers, ISRA International journal of Islamic Finance (12 English and 10 
Arabic issue), 10 reference books (especially of note is the Islamic Financial System: 
Principles & Operations textbook), over 40 bulletins/magazines and other publications 
comprising conference proceedings, articles and presentations. The Islamic Finance 
System — Principles and Operations textbook is acclaimed as one of ISRA’s biggest 
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contributions to the Islamic finance industry worldwide. Purchases have been 
registered from more than fifty-six (56) countries including Costa Rica, Chile, Ireland, 
Canada and USA. Currently, the book has been translated into Arabic by King Saud 
University and Indonesian language by PT. Raja Grafindo Persada publishing house; the 
second edition of this book is expected to be completed available by June, 2016. ISRA 
translates fatwas and resolutions of regulatory setting bodies from Arabic to English, 
to help the non-Arabic speaking audience in the Islamic finance industry. In short, ISRA 
acts as a repository of knowledge for Sharia views (fatwas) relating to the Islamic 
finance industry. 

Authoritative in research findings - ISRA maintain the high ground of producing high 
quality paper that would be authoritative and relevant to the industry. ISRA has made 
its presence felt through various research initiatives undertaken either through direct 
involvement of the industry or in continuous consultation with the market. Several 
Shari'ah issues concerning the industry as a whole are studied in detail to create better 
solutions and a clearer framework for the industry. As such, ISRA has initiated and 
produced various types of highly impactful and insightful research on Islamic finance, 
emphasizing both on the fundamentals and applied Shari'ah research. At present, ISRA 
research projects mainly focuses on three sectors of the Islamic finance industry, 
namely Islamic banking, Islamic capital market and takaful. Below are some of the 
relevant research papers published by ISRA and their impact in the industry: 

Banking for the Poor: The Role of Islamic Banking in Microfinance Initiatives ° 

by Dr. Asyraf Wajdi Dusuki — the most cited paper on the subject of poverty and 
banking in various international academic journals. The model proposed in the 
paper gained the interest of Khazanah Nasional, who shows possibility of 
implementing. 

The Bindingness and Enforceability of a Unilateral Promise (Wa'd): An Analysis ° 
from Islamic Law and Legal Perspectives by Dr. Marjan Muhammad, Hakimah 
Yaakob & Shabana Hassan — the paper is being used as main reference for the 

Law Harmonization Committee in tacking and proposing new solutions for the 
industry. 

Application of Wa’ad in Equity Based Sukuk Empirical Evidence by Shabnam ° 
Mokhtar and The Bindingness and Enforceability of a Unilateral Promise 
(Wa'd): An Analysis from Islamic Law and Legal Perspectives by Dr. Marjan 
Muhammad, Hakimah Yaakob & Shabana Hassan — used by Shari'ah Advisory 
Council of the Security Commission Malaysia as reference. 

Shari’ah Parameters in Online Forex Trading by Ustaz Lokmanulhakim, Dr. ° 
Marjan Mohammad, Dr. Md Som Sujimon and Wan NorHaziki — used by JAKIM 

in its issuance of fatwa. 
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ISRA’s books are also widely read by academicians, industry players, regulators and 
judges. The Islamic Finance System — Principles and Operations textbook and Islamic 
Legal Maxims and Their Application in Islamic Finance were both recently cited in the 
case of Maybank Islamic Bhd v M-10 Builders Sdn Bhd & Anor [2015] 4 CLJ 526. These 
are a few of the approach taken by ISRA to maintain as authoritative in research 
finding. 

These are all in line with ISRA’s four core objectives, which are; a) spearhead and 
conduct applied Shari’ah research in Islamic finance, b) enrich resources of knowledge 
in Islamic finance, c) provide avenues for the development of Shari’ah practice in 
Islamic finance and d) propagate harmonisation and mutual respect in Islamic finance 
practices. 


ISRA Consultancy: Shari’ah Advisory 


ISRA Consultancy Sdn. Bhd. (ICSB) was established by the International Shari’ah 
Research Academy for Islamic Finance (ISRA) and led by its current CEO, Prof. Dr. 
Ashraf Md. Hashim. Being the consultancy arm of ISRA, ICSB is able to leverage on 
ISRA’s Shari’ah expertise and also the strength of Malaysia as a global leader in Islamic 
finance. ICSB, although a new and vibrant consultancy firm, has been able to provide 
consultancy services for fundamental development activities of Islamic finance in the 
industry both locally and international. ISRA Consultancy’s objectives are; to conduct 
the business of providing Shari'ah consultancy services in the field of Islamic finance; 
to conduct business related to the translation of works on Islamic finance such as 
fatwas, books, articles, conference papers, etc; to promote and market ISRA’s research 
output and to pursue any other businesses or activities that the company believes can 
be undertaken in connection with the abovementioned and has been calculated to 
directly or indirectly enhance the value of, or render more profitable, any of the 
company’s business or property. A strong research entity, as ISRA, offers you superior 
consultancy services in an effective and professional manner. 

ICSB provides advisory work to regulatory agencies like the Companies Commission of 
Malaysia (SSM) and Employees Provident Fund (EPF). ICSB is also involved in drafting a 
new Islamic Banking Act, which is currently being done for a foreign Monetary 
Authority. 

Some of ISRA Consultancy advisory services include: 

Providing advisory for internationals institutions such as: Ritz Property .1 
Investment Asia Pte Ltd, Credit Guarantee Corporation Malaysia Berhad, 
CAGAMAS Berhad, BNP Paribas Malaysia Berhad, etc. 
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Providing in-house training for Islamic financial institutions such as: AmBank .2 
Islamic, CAGAMAS Berhad, Bank Rakyat, etc. 

Coordinating or collaborating in research/report for certain institutions such as: .3 
Malaysia International Islamic Financial Centre (MIFC), Malaysian Islamic 
Economic Development Foundation’s (Yapeim), etc. 

ICSB is dedicated to provide superior consultancy services in an effective and 
professional manner. With a team of experienced senior researchers, the 
establishment provides advisory, research, training and translation services in Islamic 
finance and Shari’ah related matters. 


ISRA’s Knowledge Repository: Global Accessibility 


By virtue of ISRA’s ethical duty towards social and human development of knowledge 
of Islamic finance and making its publication accessible, ISRA has developed an online 
knowledge repository called Islamic Finance Knowledge Repository (I-FIKR). The portal 
was Officially launched by Governor of Bank Negara Malaysia, Tan Sri Dr. Zeti Akhtar 
Aziz in 2013. The I-FIKR portal provides users with equal opportunity to learn about 
Islamic finance. As an Islamic finance knowledge repository, it provides access to all 
materials produced by ISRA and its collaborators/partners. The I-FIKR portal currently 
contains all of ISRA’s publications, over 1600 fatwas/resolutions, over 500 articles, 
compendium of English and Arabic financial terms and more all available to be 
searched by all users. Hence, researchers, regulators, academicians, practitioners 
students, etc. from all over the world are able to access knowledge on Islamic finance 
and gradually become more acquainted with the complexities of Shari'ah issues 
pertaining to the industry. 

The purpose is to facilitate information related to Islamic finance to anyone with 
minimal knowledge of Islamic finance to even professors or industry experts. The I- 
FIKR is a project in development nonetheless the portal is usable to get materials and 
content of Islamic finance. It has received top five views in 2015 from Malaysia, 
lreland, United States, Indonesia and Great Britain. 
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For more information please contact: Ju2iVi cle Jl ole glall ye pe 


ISRA contact: info@isra.my 
ICSB contact: icsb@isra.my 
I-FIKR contact: ifikr@isra.my 


Ibraheem Musa Tijani, 
Executive, Knowledge Management at ISRA. He can be contacted at 
Ibraheem@isra.my 


Mazhar Samer Kantakji, 


Research Assistant at ISRA (I-FIKR). He can be contacted at 
maz.kantakji@hotmail.com 
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Jean-Michel Momin," la certification qualité dans les services", AFNOR, Paris, 2001. 
Laurent Hermel, "Mesurer la satisfaction clients", 2eme tirage, AFNOR, Paris, 2004. — 
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